Fiscal Year 2005
Six Month Review
of
Estimated Revenues and
Appropriations

In the first quarter report, we identified the various operating and non-operating
funds of the Town. In that brief overview, we saw that about seventy-six (76%) percent
of the Town’s resources are associated with the General Fund of the Town. Operating
funds differ from non-operating funds, in that; operating funds generate most current
revenue from sources outside of the Town. Non-operating funds generate their resources,
almost entirely, from internal or other funds within the Town. For instance, the Vehicle
Maintenance Fund gets its resources from charging the operating departments within the
operating funds a fee to maintain a particular department vehicle. In this light, you can
understand the General Fund is significantly larger than the seventy-six (76%) percent,
and actually approaches eighty-five (85%) percent of all current resources the Town
receipts annually. As a result of the size of this fund, this report will be to provide a

review and analysis of the revenues and expenditures that affect the General Fund.

General Fund

Estimated Revenues

Total estimated revenue for this fund is $77,974,386. The following graph
presents a summary of General Fund revenues by category for the period ending March

31, 2005, the estimated revenue and amount collected. The graph shows that only about
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33% of the total revenues the fund receives comes from ad valorem taxes, 3% less than

the prior fiscal year.

General Fund
Revenue by Category
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Another 26%, or 3% less than last year, comes from Charges for service, like
recreation fees, and Intergovernmental revenue, such as federal, state, and county shared
revenues.

It appears the ten categories of revenue exceed or meet the estimate for this

portion of the year.

General Fund Estimated Revenues
Current vs. Year-to-date
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The next graph reflects estimated revenue as compared with that received through the
period ending March 31, 2005. Due to the fact that ad valorem taxes are billed in
November, many citizens pay their bill early in the fiscal year resulting in about 89% of

estimated revenue being collected. Similarly, the general obligation taxes follow the
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same pattern. Generally, most revenues are scheduled to come in over the course of the

year.

General Fund Revenue Percentagesl
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Of the ten categories above represented, seven meet or exceed collections for the
first half of the year. The category Other Sources, reflects a one-time revenue bond the
Town issued for Capital projects and is not available to pay for General Fund operations.

Only three categories are not meeting revenue collection expectations, Mass Transit Gas

Tax, Intergovernmental and Licenses and Permit revenues, which will be discussed in

further detail.

It may be helpful at this point to present the information shown above in the

following table. It presents a summary of General Fund revenues by category, the

estimated revenue, the year-to-date amount, percent received to date and the percent the

category is of the total estimated revenue, for the period ending March 31, 2005.

Estimated Year-to-date Percent | Percent Of Total
Category Revenue Received Received Revenue

Advalorem Taxes $25,965,000.00 $23,003,081.53 88.6% 33.30%
General Obligation Taxes $2,589,142.00 $2,343,799.52 90.5% 3.3%
Charges for Service $7,707,209.00 $8,462,296.08 109.8% 9.9%
Fines & Forfeitures $920,778.00 $507,962.68 55.2% 1.2%
Franchises Fees $12,489,000.00 $6,420,057.73 51.4% 16.0%
Mass Transit Gas Tax $96,830.00 $38,730.81 40.0% 0.1%
Intergovernmental $12,149,472.00 $6,003,983.24 49.4% 15.6%
Licenses & Permits $7,688,396.00 $3,492,782.98 45.4% 9.9%
Miscellaneous $5,886,416.00 $4,816,843.78 81.8% 7.5%
Other Sources $2,482,143.00  $10,002,000.00 403.0% 3.2%
Total Estimated Revenue $77,974,386.00 $65,091,538.35 100.0%

Ad Valorem Taxes are responsible for 33% of the total revenue and we have

received in excess of eighty-eight (88%) percent, which is the historical trend for this
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category. Other significant revenue streams that follow Taxes are Franchise Fees
(16.0%), Intergovernmental (15.6%), Charges for Service (9.9%), and Licenses and
Permits (9.9%). These five categories are responsible for more than 87% of total
revenues in the General Fund. As you can understand from the table above, of the ten
categories that compose General Fund revenues, only three are behind anticipated
collections for the six months, Mass Transit Gas Tax and Licenses and Permits, with one
other account, Intergovernmental, barely lagging.

Charges for Service is comprised of revenues generated by individuals who use
various services provided by the Town. This category uses more than ninety accounts to
record the various revenues of the Town with an estimated revenue collection of
$7,707,209. This category reflects significantly more revenue than the estimated. As the
Council may be aware, we received in excess of $5.3 million as a grant reimbursement
for the acquisition of the Van Kirk parcel. These funds will not be included in the
revenue for this year because it is a reimbursement for fiscal year 2004, when the Town
bought the land. Of the all the accounts used in this category, seventeen revenue streams
are responsible for more the 85% of the expected revenue. One of the seventeen accounts
is for administrative charges to other Town business that has yet to be updated and there
is no issue with this income. As the first quarterly report indicated, another account that
deserves to be watched closely is Miscellaneous Fees General Government. This office
believes this account was estimated too high, inadvertently, due to a highly unusual
amount received in the prior year. It is my opinion the estimate should be revised
downward about $500,000. The downward revision would then show that year-to-date
revenue could be close to meeting the 50% expectation. Additionally, as the first
quarterly report indicated, Cost Recovery Revenue continues to under perform. This
account is running about 45% behind expected or about $180,000 in this first half.
However, staff has investigated the account to determine whether or not the rate of
current collections will accelerate for the remainder of the year. This review indicates
that about $65,000 will be added to the current revenue. Unfortunately, this office
anticipates the Town will see about a $220,000 shortfall in this account for the year. The
previously mentioned reductions and increases along with others do not change the first
quarterly report for this category. Unless services and collections can be dramatically

increased over the remainder of the year, the prognosis provided in the quarterly report
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ending December, 2004, remains intact, and it is probable this category may approach a
$840,000 shortfall for the year.

Intergovernmental revenues are composed of shared revenue streams from the
federal government, State of Florida, Broward County or other governmental entities.
More than 98% or $12,015,472 of this category is provided by four distinct shared
revenues, State revenue sharing (17.9%), Half cent sales tax (36.5%), 4 cent local option
gas tax (12.5%), and the Communications services tax (32%). Together, these revenue
streams are no longer behind anticipated collections. At the end of the first quarter these
streams were running about $263,000 behind. The Communications services tax annual
estimate, as provided by the State, is $3,884,561 and is currently slightly more than
$60,000 ahead of expected collections. The State Revenue Sharing is down more than
$92,000 from the annual estimate of $2,181,211. If the current trend continues, from the
half way mark they are still projected to lag about $140,000 for the year. Of course,
changes in the funding formulas used by the State and County can alter the projections
either positively or negatively.

Licenses and Permits is composed of 7 accounts with estimated revenue of
$7,688,396. Occupational Licenses is reported running about 23% behind schedule due
to licenses sold in September needing to be recognized as revenue in this fiscal year.
This action should allow for no anticipated reduction in this revenue for the year. The
balance of the accounts are mostly restricted to be used for the building and engineering
divisions of the Development Services department.

The category Other Sources is significantly higher due to the nature of this
resource. This category is primarily used to represent money that is being transferred to
the General Fund from other funds within the Town. This category is also used to reflect
the receipt of bond proceeds. As the Council may recall, the Town issued $10,000,000 in
revenue bonds for various capital program projects during the first half of the year and as
a result, this category reflects a large increase above the estimate. The bond proceeds can
not be used to pay for the operating expenses of the General Fund. Other accounts within
this category will be used only as needed and thus we hope activity is limited.

Although the impact of the Charges for Service and Intergovernmental categories
are not catastrophic for the General Fund revenue, this analysis estimates that revenues

will be less by almost $980,000 or 1.26% which is a slight improvement from the first
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quarter when this office anticipated a shortfall of about $1.15 million. Attached hereto

for your perusal is a detailed report of revenue (Exhibit A).

Appropriations

Revenues generated by the General Fund are used for various governmental
activities. As you may recall from the first quarterly report, revenues and other resources
are consumed in five fundamental categories, public safety, general government,

transportation, culture and recreation, and the economic environment.

IGeneraI Fund Appropriationsl
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The graph above depicts the current appropriations and year-to-date expenditures
for the major categories within the General Fund. It is quite apparent that Public Safety
and General Government are both well below the Town’s current appropriations. The
remaining categories appear to be within their respective appropriations for this portion
of the fiscal year as well.

More explicitly, the graph below reflects the categories and the percent consumed
for the first half of the year. As we can see, none of the categories have reached the 50%
mark. In fact, the categories are 13.6%, 42.4%, 9%, 2.6%, and 7.5% behind the
anticipated costs for this portion of the year or costs have been held down about $4.9
million. Of course, this analysis does not take into account any seasonal variation in the

expenditures and the Town will experience, over the last half of the year, expenditures
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rapidly moving up as the Town hires seasonal and other part-time employees for the

various departments.

General Fund Appropriations
Percent Consumed
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In fact, at the current rate, expenditures should remain below appropriations.
General Government has consumed about 41% of its budget, Public Safety has used
about 47%, Culture/recreation has expended 36%, Transportation 43% and Economic
Environment about 8%. The following table reflects the functions and the percent they

have consumed through March 31, 2005.

Percent Percent of Total

Category Appropriations Total Expenditures | Expended | Appropriations
CULTURE/RECREATION $5,928,561.00 $2,158,900.00 36.4% 7.6%
ECONOMIC ENVIRONMENT $1,047,101.00 $79,488.00 7.6% 1.3%
GENERAL GOVERNMENT $23,205,034.00 $9,502,597.00 41.0% 29.6%
PUBLIC SAFETY $42,041,241.00  $19,909,671.00 47.4% 53.6%
TRANSPORTATION $6,268,638.00 $2,666,760.00 42.5% 8.0%

Total Appropriations $78,490,575.00 $34,317,416.00 100.0%

As we can understand from the previous table, the majority of appropriations are
provided for public safety at about 54%. General government consumes another 30%,
with transportation (8%) and culture/recreation (7.6%) and economic environment (1.3%)
constituting the balance of the General Fund appropriations.

Although we have discussed the appropriations of the Town’s General Fund in
broad categories, it would also be helpful to delineate those departments that constitute
the five categories we have thus far discussed. The five categories are composed of
thirteen separate cost centers. The following graph reflects the cost center, the

appropriation, and year-to-date expenditure of the departmental appropriation.
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General Fund Appropriationsl
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A cursory review of the graph indicates that most cost centers are well within
their current budget appropriation.

The table that follows reflects the title of the cost center, the appropriation, year-
to-date expenditure, percent expended for the year, and the percent the cost center is of
the total General Fund budget appropriation. A quick review of the table shows us that
all the departments within the General Fund are below expectations for the 50% of the
year already consumed, except the Debt Service appropriation which stands at 52.1%.
This aberration in expenditure occurs due to the nature of the Town’s debt service
payments. Payments of principal and interest vary, with some principal payments made
monthly or quarterly with interest and some without interest payments. This results in

uneven expenditure of funds in this department.
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Percent

Percent of Total

Category Appropriations Total Expenditures | Expended | Appropriations
TOWN ADMINISTRATOR $2,561,610.00 $1,174,003.00 45.8% 3.26%
BUDGET AND FINANCE $1,438,494.00 $605,532.00 42.1% 1.83%
DEBT SERVICE $5,197,191.00 $2,705,443.00 52.1% 6.62%
CONTINGENCIES $4,158,943.00 $825,028.00 19.8% 5.30%
TOWN CLERK $685,412.00 $298,590.00 43.6% 0.87%
HUMAN RESOURCES $1,829,635.00 $907,120.00 49.6% 2.33%
DEVELOPMENT SERVICES $7,333,749.00 $2,859,111.00 39.0% 9.34%
LAW ENFORCEMENT SERVICES $25,346,259.00  $12,432,180.00 49.0% 32.29%
FIRE PROTECTION SERVICES $16,694,982.00 $7,477,491.00 44.8% 21.27%
PUBLIC WORKS $6,268,638.00 $2,666,760.00 42.5% 7.99%
PARKS AND RECREATION $5,928,561.00 $2,158,900.00 36.4% 7.6%
TOWN ATTORNEY $826,922.00 $127,770.00 15.5% 1.1%
HOUSING & COMMUNITY DEV. $220,179.00 $79,488.00 36.1% 0.3%
Total Appropriations $78,490,575.00 $34,317,416.00 100.0%

The culture/recreation category has within it the Parks and Recreation department,
responsible for 7.6% of total appropriations. Economic environment category is reflected
by the Housing and Community Development department and is responsible for a very
minor 0.3% of all appropriations. The General Government category has within it
several departments, Town Administrator (3.3%), Budget and Finance (1.8%), Debt
Service (6.6%), Contingencies (5.3%), Town Clerk (.9%), Human Resources (2.3%), and
Development Services (9.3%). Public Safety (53.6%) has both Police (Law Enforcement
Services 32.3%) and Fire (Fire Protection Services 21.3%) departments within it. The
Transportation category is composed of the Public Works (8%) department.

The non-expended appropriations for the six months ending March 31, 2005, are
$4,927,871.50 or 6.3% below anticipated expenditures for this portion of the fiscal year.
This variance has increased from the first quarter when expenditures were about 4%
below expectations. Of course this will change as additional seasonal costs begin to

occur. Attached hereto for your perusal is a detailed report of expenditures (Exhibit B).

Conclusion

During the second quarter, the Town Council approved a new bargaining unit
agreement. The agreement has the effect of increasing expenditures for the fiscal year
over $600,000 which the Town must appropriate. Additionally, the Town implemented a
new health insurance contribution level that reduces expenses for the fiscal year. The net
affect of these two changes in expected expenditures should nearly equal one another and

cause no increased appropriation, just realignment.
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Revenue collections and projections have improved from the first quarter where it
was estimated the shortfall could approach $1.15 million. The current projection reveals
a potential shortfall of $980 thousand. Assuming revenue estimates meet projections
within the discussion of this report at $980 thousand less and expenditures do not
accelerate for the balance of the year, it would appear the Town should close the gap
between revenues and other sources, and expenditures. As a result, this review and
analysis continues to depict a financially snug fiscal year, not withstanding the fact that
the Town should be able to meet its anticipated expenditures for the fiscal year 2005.
However, a labor contract is currently being negotiated and depending upon the outcome,
the Town’s current budgeted appropriations may be adversely affected.

I would like to take this opportunity to acknowledge the staff of the Budget and
Finance department for their work and assistance without which this report could not be

completed.

Respectfully submitted,

1P 4 b

William F. Underwood, 11
Director
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REVENUES
EXHIBIT A
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